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COMMUNICATION [JoTHER (sPECIFY) EXEMDPT
{Record of itern checked above)
T0: FROM: DATE
August 16, 1977
Bi1l Constantelos Bob Greene TIME
755-2677 PM
SUBJECT

Penalty Calculations - USSC, Gary

SUMMARY OF COMMUNICATION

Bob said penalties were computated for the following four separate cases:

- Case 1
Initial investment $67 million ~
Initial annual O&M $2.25 million -
Investment tax credit rate .05 "
Income tax rate &1, B3 Y :
Infiation rate ' o SO L Y
Return on equity AN Lus% 75
Interest rate _ a1 i?_f“
Equity share of investment 0 444 47
Depreciation method \ Sum of year's’ d1g1ts
Depreciatabie 1life 5 years -
Useful Tife 15 years
Base annual assessment $3,228,710/year

(Muif1p y by years out of compliance.)
(Bob alsc sent up a monthly and yearly payment schedu]e )

- Case II
Useful 1ife to 20 years - $2,736,140
- Case III
Equity share of investmeht 70% - $3,593,030 (30% debt interest)

- Case IV
Fquity share 70% and useful life 20 years - $3. 016 060

CONCLUSIONS, ACTION TAKEN OR REQUIRED

 {NFORMATION COPIES

fO:  McDonald Bryson Ginsberg Constantelos LL{{f“L‘gi

EPA Form 13004 (7-72) AEPLACES EPA HQ FOARM B300:3 WHICH MAY BE USED UNTIL SUSHLY IS EXHAUSTED.
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

WASHINGTON, D.C. 20460 |

August 16, 1977

Mr, James 0. McDonald

Director, Enforcement Division
Environmental Protection Agency
Region V

230 South Dearborn Street
Chicago, Illinois 60604

Dear Jim:

Attached are the assumptions and the noncompliance penalty calcu-

lations requested by Alex Palikoff., The numbers to work from are

the non-tax deductible penalty numbers in the right-hand columns.

The base annual assessment is the number to use when requesting an
up~front settlement. For example in Case I, if the company was or
will be out of compliance for 2 years and 9 months, the settlement
would be $8,878,953 ($3,228,710 x 2.75 years).

The payment schedule is to be used if the firm opts to make periodic
payments. Again, using Case I, assume the firm will be out of
compliance for 2 vyears and 9 months. If the firm wants to make
periodic payments, it would pay: $3,551,580 at the end of the first
year or $281,896 per month the first year; $3,906,738 at the end of
of the second year or $341,094 per month the second year; and
$3,223,058 at the end of the ninth menth of the third year ox
$341,094 per month for 9 months of the third year.

If you have any questions do not hesitate to contact me (FIS: 755-2677).
We are willing to assist you in any way we can.

Sincerely yours,
5 i1
o

e —"\)

Robert L. Greene
Economic Analysis Division (PM-220)

Attachment
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U.S. STEEL - GARY

CASE 1 _ '|
Assumptions
Capital Investment = $67,000, 000 ; L
Initial Operating and Maintenance Expense = §$2,250,000 e«
Investment tax credit = .05
Income tax rate = ,51
Inflation rate = ,10
Return on equity = .11
Interest rate = L1
Equity share of investment =10
Depreciation method = Sum-of-yean digits
Depreciable life = 5 years
Useful life =15 years
CASE 1T

Assumptions: Same as Case I except useful life increase to
20 years.,

CASE III

Assumptions: Same as Case I except equity share of investment
increased to 70 percent.

CASE 1V

-

Assumptions: Same as Case I except equity share increase to 70 percent
and useful life increased to 20 years.
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